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ABSTRACT: This paper presents the various factors influencing the selection of 
procurement systems in the Malaysian construction industry. Factors influencing the 
selection criteria are closely linked with project objectives, both tangible, such as time 
and cost, and intangible, such as buildability and relationship. The selection of any 
building procurement system is crucial to the attainment of client objectives with respect 
of time, cost and quality. The types of procurement systems that have been chosen are 
the traditional system, design and build system and the management contracting system. 
The selection criteria that are identified in this paper are time, controllable variation, 
complexity, quality level, price certainty, competition, responsibility division, risk 
avoidance, price completion, government policy and client’s familiarity.  
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1.0 INTRODUCTION 
 
It has been recognized that one of the principal reasons for the construction 
industry’s poor performance is the inappropriateness of the procurement systems that 
have been chosen for the construction projects (Maizon, 1996). Selecting an 
appropriate procurement system is a complex and daunting task for both the client 
and the client’s advisers. The common criteria concerning the choice of procurement 
methods include time, certainty, flexibility, quality, complexity, risk, price 
competition, responsibility, and dispute and arbitration (NEDO, 1985; Skitmore and 
Marsden, 1988; Love et al., 1998).  
 
Furthermore, the increasing complexity of buildings, the need for greater 
financial management, the need to reduce design and construction periods and the 
increasing burden of contract administration have put pressure on the clients to seek 
alternative approaches to the traditional method (Maizon, 1996). Thus, alternative 
procurement methods are used due to the increasing awareness of most clients 
especially in terms of the project performance criteria of time, cost and quality. 
 
2.0 CATEGORIES OF CLIENTS 
 
Basically, clients can be divided into two types. There are the public clients and 
private clients. The Public clients consist of Government-funded development 
agencies and Local Authorities. The Private clients consist of property developers, 
owner-occupiers and investors.  
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3.0 FACTORS INFLUENCING THE SELECTION OF PROCUREMENT 
METHODS BY CLIENTS 
 
3.1 Time 
 
Normally, time is identified from inception stage until completion stage. The 
completion date can be critical, either in terms of generating revenue, or 
providing needed functional space by a particular deadline. Therefore, a 
realistic assessment of project duration and sequencing needs to be 
determined early in the planning process. The schedule should be monitored 
throughout design and construction (Peek, 2006). ‘Time is the essence’ is 
the basic question. Some clients may prefer to start a project as early as 
possible, whereas some may want to shorten the construction period as to 
minimize the disruption to their existing operating facilities (Masterman, 
1996). Some clients may want to reduce the project duration to the minimum 
in order to ensure a rapid return on the monetary and other resources that 
they have expended or to reduce onerous finance charges (Chan, at. al., 
2001). Some clients may need a rapid response to their needs. It means that 
whenever the client has new requirement on that project, the team 
(contractor or the professional team) may need to response to the new 
requirement as soon as possible (Alhazmi and McCaffer, 2000). 
 
To the public clients, time is not the most important factor for them. 
This is because their main objective is towards public accountability. As for 
the private clients, their most important criteria are completion on time. This 
means that they need a procurement method that involves a comprehensive 
planning at the beginning of the construction period in order to achieve the 
specified completion time.  
 
If time is regarded as ‘crucial’ to a client, the following procurement 
method might be suitable: 
 
Design and Build method   
- Suitable for the private clients who want quick return on their investment, 
especially for commercial projects. The projects can be procured by 
negotiation rather than competition. 
 
Management Contracting method 
- Suitable for the private clients who would want to reduce the project 
duration so as to minimize disruption to the existing operating facilities. 
 
Traditional method 
- Suitable for both public and private clients who want to control the 
stipulated overall time for the construction projects. All the operations are 
subject to considerable scrutiny and governed by fairly strict procedures 
especially in government funded development agencies.  
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3.2 Controllable Variation  
 
Variation can be known as change order that often occur during construction 
stage. (Turner, 1990) Variation may occur if the tender/contract information is 
insufficient or incorrect. Contract information may have to be modified by the 
issue of variations arising principally from the design team. Subsequent 
changes in project scope or specification will increase construction costs that 
are justified by increased profits. Both public client and private client rated 
controllable variation as a less important factor because they prioritize on 
quality of work done and the completion time of a project.  
 
If the client is unable to prepare a comprehensive brief and has a 
requirement for ‘controllable variation’ high on his list of priorities, the 
following procurement systems can be used namely: 
 
Management Contracting method  
Management organization will manage the controllable variation  
 
Traditional method 
The design will be prepared before the tendering process and variations can be 
kept to the minimum. 
 
Design and Build method 
This method can minimize variation because management of the project can 
be undertaken by a single team which is the design and build contractor. 
 
3.3 Complexity 
 
One of the significant factors that influence the selection of the suitable 
construction procurement method is the complexity of the particular project. 
Complexity must be considered in deciding the procurement method because 
simple construction may best be procured in one way whereas the complex 
design and construction will be procured in a different way. Project’s 
complexity can be identified by the types of physical services involved, the 
number of sub contractors, resources in terms of labour, plant and materials, 
the level of technology and the uniqueness of project activities (Songer and 
Molenaar, 1997). 
 
Simple projects will rely on the skill and judgment of a contractor by 
utilizing design and build system. In complex projects, there will be higher 
levels of nomination because of the need to harness the design skills of 
specialist trade contractors. Therefore, the more complex a project, the more 
favorable it is to the private clients rather than to the public clients. It is 
because public client will emphasize the functionality of the project rather than 
the prestigious project. Private clients will demand for higher complexity of 
project because their priority is mainly on the prestige value of the project. 
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Different levels of complexity will determine the use of different types of 
procurement system: 
 
Traditional method 
Suitable for moderately complex projects. It is because each phase of 
construction works will be conducted by parties having different expertise. 
 
Design and Build method 
Suitable for simple and moderately complex projects. It is because all the 
design and construction works will be undertaken by one party which will 
encourage time saving. 
 
Management Contracting method 
Suitable for more sophisticated projects. It is because the good management 
team will ensure that the project will be completed on time.  
 
3.4 Quality Level 
 
Quality level of a construction project is one of the main factors to be 
considered in the selection of the suitable procurement method. It is 
worthwhile noting that the quality level was not considered to be radically 
affected by the procurement arrangement used, but this will depend on the 
experience of the clients using different procurement methods and the 
accuracy of the contract documentation provided by the designers and 
consultants. Quality is the degree to which a set of inherent characteristics 
fulfill client’s requirements. Quality is a subjective value but it need not 
always remain so. The quality of construction work is dealt with generally in 
the conditions of a contract, and specifically in the technical specifications. 
(Keith Coller, 1982) 
 
Comparing between the public and private client, the public client 
emphasize on the quality factor more than the private clients in selecting 
procurement methods. This is mainly because the projects are funded by the 
government and the functionality quality of the completed projects is more 
important to the client. The government projects include hospitals, schools, 
laboratories, militaries building and the others. These projects are built based 
on quality. 
 
The private clients do not consider quality to be an important criterion as 
factors of value for money, time certainty and accountability are more 
important to them. Quality of construction will to be monitored and 
supervised during the construction process. 
 
 
The level of quality of work in the different types of procurement 
method is as follows:- 
 
Traditional method  
It will produce the highest quality of work. The project is usually 
competitively tendered to a contractor before work starts on a lump sum 
basis. The design will be completed before the commencement of 
construction and thus, the quality of work will be higher. Each process of 
construction is undertaken by different parties having varied expertise in the 
building team.  
 4
Paper presented at International Conference on Construction Industry 2006,  
Padang, Indonesia, 21st June – 25th June 2006   
 
Design and Build method 
The whole construction process (pre and post contract works) is undertaken 
by only one party which will slightly affect the quality level of the 
construction project. Design and build method is also suitable to the projects 
that require early completion, so the quality of the work will be affected.  
 
Management Contracting method 
It is suitable for projects that require high quality of workmanship. 
 
3.5 Price Certainty 
 
Price certainty is related to the firm price for the total construction cost that 
will be obtained commencement of the construction period. Price certainty 
will change, during the life of the project. By getting the firm price before 
construction of the project, it enables the estimator to produce approximate 
estimates for the client so that the project cost will be within the financial 
budget. (Peter, 2004)  
 
Public clients consider price certainty as less important as they focus 
more on quality and the functionality of the work done. Private client rated it 
as important since they can control their financial budget by getting the 
certainty in price.  
 
If a client places ‘price certainty’ high on his list of priorities, the 
following procurement system can be used according to the following order: 
 
Design and Build method 
Detailed design will establish a high level of price certainty. There is a 
guaranteed cost and completion date. 
 
 
Traditional method 
Design will be completed during tender stage and it will establish a high 
level of price certainty except for the fluctuations in the cost of labour and 
materials. 
 
Management Contracting method 
 The client is committed to start building on a cost plan, project drawings and 
specification only. 
3.6 Competition 
 
Competition in building procurement is involved at every stage in the 
building process, as building designers used to compete on quality of service, 
reputation and fees; building constructors will compete on price; specialists 
and subcontractors need to ensure that competition is always available if 
desired (Turner, 1990). Competition on price is an important factor that 
should be seen among the other criteria for competition (Crowley and 
Hancher, 1995).  
 
Competition is important to the public clients because of public 
accountability, that often require them to obtain competitive tenders and also 
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mainly due to their focus on obtaining the lowest price for a project. 
Meanwhile, private clients mostly require competition for obvious 
commercial reasons (Turner, 1990). The following procurement methods 
can be used in order to achieve the competitive criterion: 
 
Traditional method 
In most circumstances, selective or competitive tendering is obtained after 
the production of tender document with completed detailed design. 
Negotiated tenders will reduce competitive element. 
 
Design and Build method 
The client will find difficulty to compare proposals which include for both 
price and design. There will be no benefit to the client if the contractor seeks 
greater competitiveness for specialist works and materials.  
 
Management Contracting method 
This method involves price competition in the appointment of the 
management team and the works packages. 
 
3.7 Responsibility  
 
The responsibility of the building team will be decided when a client 
chooses whether to appoint a separate management of consultancy works 
and contractors, or sole responsibility after the briefing stage.  
 
For public clients, the responsibility criterion is less important in the 
selection of procurement method. The main reason could be that the public 
clients will have to conform to the needs of the publicly funded bodies to 
choose the lowest price for the project, as well a satisfying public 
accountability. As for the private sector, responsibility criterion is important 
as they focus more on criteria such as time frame, accountability and value 
for money.  
 
The following procurement method can be used if the criterion of 
responsibility by the parties to the contract is not a crucial factor: 
 
Design and Build method 
This method provides a single point contact and responsibility by the 
contractor. Therefore the contractor is solely responsible for failure in design 
or the construction. In short, the client has only one person to deal with if the 
project is faced with any problems (Ramus, 1996).  
 
Traditional method 
This method can be a clear cut division of design and construction works. 
The client will engage different architects or engineers to design the works 
and they will take full responsibilities for construction of the works from the 
pre-tender stage until the completion stage. 
 
Management Contracting method 
The client will have to choose the professional team who will be well 
coordinated through all the stages. The success of the project will depend on 
the management contractor’s skills and an element of trust is essential.  
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3.8 Risk Avoidance 
 
Construction projects are complex, having a long production cycle and 
involving many participants and they are therefore, associated with risks and 
uncertainties. It is important for a client to know how, and to what degree, 
risk has consciously been passed to another organization, or how it has been 
shared in some proportion between him and another organization (Turner, 
1990). 
 
Public clients consider risk avoidance as mediocre and the least 
important requirement for them. This may be due to public clients involving 
central and local government whereby construction expenditures represent a 
small proportion of their annual turnover. Meanwhile, private clients 
consider risk avoidance as an important factor towards their project success. 
Eliminating and reducing financial risk is taken into account as a crucial 
need by private clients. 
 
It is theoretically possible to have all risks of design, management and 
time slippage or error put into the hands of one organization. With an 
excellent “client’s requirements” answered by an excellent “contractor’s 
proposals”, a design and build contract could possibly pass nearly all the 
usual risks, at a price, to one organization, to a single contractor. It is not 
possible to say that one procurement route, as opposed to one type of 
contract versus another type of contract, has more risk than another 
procurement route, in all possible circumstances. It will depend on the 
balance of the project’s priorities.  
 
Design and Build method 
All the risks can lie almost wholly with the contractor. 
 
Management Contracting method  
The client  retain most of  the risks. 
 
Traditional method 
The risks are generally fair and balanced between the parties to the contract. 
 
3.9 Price Completion 
 
Price completion covers the aspects of value for money, maintenance costs 
and operational cost. Value for money is the optimum combination of whole 
life costs and quality (or fitness for purpose) to meet the user’s requirements. 
In making choices, client should be concerned with life cycle costs rather 
than the initial construction costs.  
 
For public clients, price completion can be an important factor to them 
especially where the government procurement policy requires value for 
money. As for the private clients, ‘value for money’ is not as important as 
the certainty of completion date and cost whereby their main concern is 
construction cost. 
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If clients are concerned with the value for money as an important factor, 
the following method of procurement can be chosen: 
 
Traditional method 
This method allows certainty in cost and time before commitment to build. 
There will be clear accountability and cost monitoring at all stages. 
 
Management Contracting method 
The client is committed to start building on a cost plan, project drawings and 
specifications only.  
 
Design and Build method 
The client can expect a guaranteed cost and completion date. 
 
3.10 Government Projects 
 
Client’s choice of procurement method could be affected by the various 
Government policies. This could be seen where clients have to follow 
Government’s procedures (via Treasury’s instruction) in choosing a 
particular procurement route for government projects. In 1998, the 
Malaysian Education Minister has instructed that all school projects should 
be procured by the design and build method because Malaysia need more 
schools with creative and innovative designs instead of the standard designs 
that were hardly inspiring. This directive has been terminated effectively 
from 2006. One of the reasons was that there were numerous schools which 
were constructed in a hap-hazard manner using inferior quality materials and 
poor workmanship. An example was the collapse of the computer laboratory 
in a school in one of the state early last year and the whole nation demand a 
change in the system of awarding tender to the contractors. 
 
The construction of 13 nucleus hospitals in the whole of peninsular 
Malaysia was procured by the turnkey method, which is quite similar to the 
traditional method. The main advantage of this concept is that early 
completion could be achieved, while incorporating flexibility in design that 
would cater for future expansion of the hospitals (Rosman, 1994). The 
Management Contracting method has not been used in any Government 
projects in Malaysia. 
 
3.11 Familiarity of Method of Procurement 
 
The other factor that will affect the client’s selection of the procurement 
method is their familiarity with the various types of procurement methods 
available in the construction industry. The construction industry players are 
not confident to use other procurement methods because they are unwilling 
to change their mindset and take financial risk in case of failure of the new 
method. 
 
4.0 CONCLUSION 
 
Selecting a procurement method is a daunting task for the client due to 
various factors governing a construction project. Different client has 
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differing needs and requirements whereby construction projects vary so 
considerably, in every respect, that no single method of procurement can be 
suitable for every project. The most common criteria influencing the choice 
of procurement method include time, controllable variation, complexity, 
quality level, price certainty, competition, responsibility, risk avoidance, 
price completion, government policy and client’s familiarity in a 
procurement method. The choice of different procurement methods in the 
construction industry is now so varied, and this has resulted in the need to 
conduct a selection process for any specific project in a disciplined and 
systematic manner.  
 
A useful guideline can be drawn based on the three criteria of 
determining project success of time, cost and quality. The Traditional 
method will benefit in Cost and Quality but at the expense of Time. The 
Design and Build method will benefit Cost and Time but at the expense of 
Quality. The Management Contracting method will benefit in Time and 
Quality but at the expense of Cost. The above factors can be used a 
guideline for the professional building team before any commitment is made 
on the choice of the procurement method for their construction projects. 
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